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OATH OR AFFIRMATION

I, Hoyt Davidson, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial
statement and supporting schedules pertaining to the firm of Near Earth, LLC, as of December 31, 2003, are
true and correct. I further swear (or affirm) that neither the company nor any partner, proprietor, principal
officer or director has any proprietary interest in any account classified soley as that of a customer, except as
follows: NONE.

Pl

“Signature

__ bW e VIEMBER

Title

oo DMl

No Public
tary U waues J. HENNING

Notary Public
N0 1780878 New York
Qualified in Suffolk County
Commission Expires June 30 205]
This report ** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(¢) Statement of Income (Loss).
(d) Statement of Cash Flows.
(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.
() Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital
(b) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation. ‘

(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
(o) Independent Auditor’s Report on Internal Control
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



Near Earth, LLC

Statement of Financial Condition
December 31, 2003

This report is filed pursuant to rule 17a — 5(e)(3) under the Securities Exchange Act of 1934 as a Public Document.
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor’s Report

To the Members
Near Earth, LLC
New Canaan, Connecticut

We have audited the accompanying statement of financial condition of Near Earth, LLC as of December 31, 2003, that
you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. This financial statement is the
responsibility of the Company’s management. Our responsibility is to express an opinion on the financial statement
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the statement
of financial position is free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the statement of financial condition. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall statement of financial
condition presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the financial

position of Near Earth, LLC as of December 31, 2003, in conformity with accounting principles generally accepted in the
United States of America.

/ﬁ%_/%&f&zﬁ/ e,

Stamtord, Connecticut
March 12, 2004

McGladrey & Pullen, LLP is a member firm of RSM International,
an affiliation of separate and independent legal entities.



Near Earth, LLC

Statement Of Financial Condition
December 31, 2003

Assets

Cash and cash equivalents
Accounts receivable
Prepaid expenses
Investments - stock options

Liabilities And Members’ Equity
Accounts payable

Member’s Equity (Note 3)

See Notes to Statement of Financial Condition.

85,422
23,406
160
823,117

932,105

2,408

929,697

832,105




Near Earth, LLC

Notes To Statement Of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies

Nature of business: On August 6, 2003, Near Earth, LLC (the “Company”) was approved as a broker-dealer with the
Securities and Exchange Commission, and is a member of the National Association of Securities Dealers, Inc. The
Company’s revenue is primarily derived from providing investment banking services, through its participation in private
placement offerings and providing merger and acquisition, financial advisory and general corporate consulting services to
companies.

A summary of the Company’s significant accounting policies follows:

Basis of accounting: The Company operates under the exemptive provisions of Paragraph (k)(2)(i) of Rule 15¢3-3 of the
Securities and Exchange Commission, which provides that the Company does not hold funds or securities for, or owe
money or securities to, customers.

Cash and cash equivalents: Cash and cash equivalents include highly liquid investments which are readily convertible
into cash. Cash and cash equivalents, at times, may exceed federally insured limits. The Company has not experienced
any losses in such accounts and believes there is little or no exposure to any significant credit risk.

Revenue recognition: The Company recognizes revenue from placement fees upon completion of the private placement
offering and from consulting at the time work is performed and services are provided.

Income taxes: The company is classified as a partnership for federal and state income tax purposes and, therefore, the
financial statements do not include a provision for income tax expense or refunds.

Accounting estimates: The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Derivative financial instruments: The Company has derivative financial instruments in the form of stock options received
as compensation for consulting services (See Note 5). In accordance with Statement of Financial Accounting Standards
No. 133, Accounting for Derivative Instruments and Hedging Activities, the options do not qualify for hedge accounting
and are recorded at fair value on their issue date. Any change in fair value of the options at the balance sheet date is
recognized currently in the income statement. The value of the options is being calculated under a fair value based
method using the Black-Scholes pricing model.

Note 2. Major Customer

The Company currently has one client accounting for 100% of total accounts receivable at December 31, 2003.

Note 3. Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital (Rule 15¢3-1), which requires the maintenance of a minimum
amount of net capital and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15to 1 (8to 1in it's first year). Rule 15¢3-1 also provides that equity capital may not be withdrawn or cash
dividends paid if the resulting net capital ratio would exceed 10 to 1. At December 31, 2003, the Company had net capital
and net capital requirements of $87,767 and $5,000. The Company's ratio of aggregate indebtedness to net capital at
December 31, 2003 was .03 to 1.



Near Earth, LLC

Notes To Statement Of Financial Condition

Note 4. Related Party

The Company is located in a home office of the Sole Member and pays rent, utilities and maintenance expenses to the
Member.

Note 5. Derivative Financial Instruments — Stock Options

On August 22, 2002, the Company entered into an agreement with a major customer to provide financial consuiting and
general corporate advice with respect to the customer’s contemplated private equity and/or debt financing.

On November 22, 2002, the agreement was amended to provide for the payment of additional compensation to the
Company in the form of warrants exercisable for a period of two years from the date of issuance for 25,000 shares of the
customer’s publicly held common stock at an exercise price of $3.18 per share. '

On July 18, 2008, the initial agreement was further amended to provide.for the payment of additional compensation to the
Company in the form of options exercisable for a period of two years from the date of issuance for 30,000 shares of the
customer’s publicly held common stock to be issued in two 15,000 increments upon the completion of two separate and
specific criteria specified in the agreement. Each award of 15,000 options will be at an exercise price equal to the closing
price of the customer's common stock on the trading day before satisfaction of the criteria for such award.

On January 23, 2003, 25,000 options in connection with the amendment dated November 22, 2002, were issued to the
Company with an exercise price of $3.18 per share and expiring January 23, 2005, for performance of consulting services
in 2003. The options were valued at $59,219 at the issue date using the Black-Scholes fair value based pricing model.

At December 31, 2003, the Black-Scholes pricing model valued the options at $579,430.

On August 12, 2003, 15,000 options were issued to the Company with an exercise price of $12.37 per share, expiring
August 12, 2005, in satisfaction of achieving the first criteria of the July 18, 2003 amendment. The options were valued at
$85,269 at the issue date using the Black-Scholes fair value based pricing mode. At December 31, 2003, the Black-
Scholes pricing model valued the options at $243,687.

The remaining 15,000 options under the July 18, 2003 amendment have not been issued pending satisfaction of the
second of the specified criteria, and accordingly are not valued in these financial statements.

A summary of options held at December 31, 2003 is as follows:

Option Shares Fair Value
Balance, beginning $ - $ -
Issued January 23, 2003 25,000 579,430
Issued August 12, 2003 15,000 243,687
Balance, ending $ 40,000 $ 823,117




